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HOUSE BI LL 1875

St ate of WAshi ngt on 590th Legislature 2005 Regul ar Sessi on

By Representatives Fromhold, Conway, Canpbell, Wod, MCoy, Hunt,
Si npson, O nsby, WIIlians, Kenney, Chase, Mdeller, Hasegawa and Cody

Read first tinme 02/09/2005. Referred to Commttee on Cormerce & Labor.

AN ACT Rel ating to substantially inproving worker safety, accident
prevention, and worker outcones through the departnent of |abor and
i ndustries' retrospective rating program anending RCW 51.16. 035,
51.18. 020, and 51.18.040; adding new sections to chapter 51.18 RCW
addi ng a new section to chapter 51.08 RCW and decl aring an energency.

BE | T ENACTED BY THE LEG SLATURE OF THE STATE OF WASHI NGTON:

NEW SECTION. Sec. 1. A new section is added to chapter 51.18 RCW
to read as foll ows:

(1) Wth respect to any enrollnment fees and other paynents nmade on
or after the effective date of this section by the group's nenbers to
the sponsoring entity solely to participate in the group, a sponsoring
entity nust return to the group's nenbers any portion of the enroll nent
fees and ot her paynents not used to adm nister the group's program or
retained as reserves to neet any assessnents nmade by the departnent.

(2) Any portion of the enrollnent fees and other paynents not
returned to the group's nenbers nust be used to adm nister the group's
program or retained as reserves to neet any assessnents made by the
departnent. Funds used to adm nister the group's program may be used
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only to pay for expenses directly related to substantially inproving
wor ker safety, accident prevention, and worker outcones as specified in
section 5 of this act, and not for any other purposes.

NEW SECTION. Sec. 2. A new section is added to chapter 51.18 RCW
to read as foll ows:

(1) Wth respect to incentive paynents nmade on or after the
effective date of this section by the departnent to a sponsoring entity
to recognize substantial inprovenents in worker safety, accident
prevention, and worker outcones, a sponsoring entity nust return to the
group's nenbers any portion of the incentive paynents not used to
adm nister the group's program or retained as reserves to neet any
assessnments nade by the departnent.

(2) Any portion of the incentive paynents not returned to the
group's nenbers nust be used to admnister the group's program or
retained as reserves to neet any assessnents made by the departnent.
Funds used to administer the group's program may be used only to pay
for expenses directly related to substantially inproving worker safety,
acci dent prevention, and worker outcones as specified in section 5 of
this act, and not for any other purposes.

NEW SECTION. Sec. 3. A new section is added to chapter 51.18 RCW
to read as foll ows:

(1) Wth respect to interest earned on or after the effective date
of this section on reserves nmaintained by the sponsoring entity to neet
any assessnents nmade by the departnent, a sponsoring entity nust return
to the group's nenbers any portion of the interest not wused to
adm nister the group's program or retained as reserves to neet any
assessnments nade by the departnent.

(2) Any portion of the interest not returned to the group's nmenbers
must be used to admi nister the group's program or retained as reserves
to nmeet any assessnents nade by the departnent. Funds used to
adm nister the group's program may be used only to pay for expenses
directly related to substantially inproving worker safety, accident
prevention, and worker outcones as specified in section 5 of this act,
and not for any other purposes.
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NEW SECTION. Sec. 4. A new section is added to chapter 51.18 RCW
to read as foll ows:

If a retrospective rating group is disqualified or does not
reenroll in the program the sponsoring entity nust return to the
group's nenbers any portion of reserves naintained by the sponsoring
entity that are not used to adm nister the group's program as specified
in section 5 of this act or fully pay the group's final obligations.

NEW SECTION. Sec. 5. A new section is added to chapter 51.18 RCW
to read as foll ows:

For purposes of this chapter, expenses directly related to
substantially inproving worker safety, accident prevention, and worker
out cones may i ncl ude:

(1) Safety education and safety education activities;

(2) R sk managenent activities;

(3) Aainms nonitoring activities;

(4) Return-to-work programrel ated assi stance,;

(5) Legal expenses related to the group's program and

(6) Investnent-rel ated expenses for reserves retained to neet any
assessnments nmade by the departnent.

NEW SECTION. Sec. 6. A new section is added to chapter 51.18 RCW
to read as foll ows:

(1) Each sponsoring entity shall report annually to the departnent
in a formspecified by the departnent on:

(a) Funds used to adm nister the group's prograns and retai ned as
reserves to neet any assessnents made by the departnent; and

(b) Expenses directly related to substantially inproving worker
safety, accident prevention, and worker outcones.

(2) The departnment shall periodically inspect and review records of
sponsoring entities to assure that the purposes of this act are
ful filled.

Sec. 7. RCW51.16.035 and 1999 ¢ 7 s 8 are each anended to read as
fol | ows:

(1) The departnment shall classify all occupations or industries in
accordance with their degree of hazard and fix therefor basic rates of
prem um which shall be the |owest necessary to maintain actuarial
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solvency of the accident and nedical aid funds in accordance wth
recogni zed insurance principles. The departnent shall fornulate and
adopt rul es and regul ati ons governi ng the nmethod of prem um cal cul ati on
and collection and providing for a rating system consistent wth
recogni zed principles of workers' conpensation insurance which shall be
designed to stinulate and encourage accident prevention and to
facilitate collection. The departnent may annually, or at such other
tinmes as it deens necessary to maintain solvency of the funds, readjust
rates in accordance with the rating systemto becone effective on such
dates as the departnent nmay desi gnate.

(2) In providing a retrospective rating plan under RCW51. 18. 010,
the departnent may consi der each individual retrospective rating group
as a single enploying entity for purposes of ((é+denrds—oer—premum
ehseoeunts)) incentive paynents to recogni ze substantial inprovenents in
wor ker safety, accident prevention, and worker outcones.

Sec. 8. RCW51.18.020 and 1999 ¢ 7 s 3 are each anended to read as
fol | ows:

Prior to allowng initial entrance into the state's retrospective
rating plan, the departnent shall review each proposed retrospective
rating group to ensure that the following criteria are net:

(1) The entity sponsoring the retrospective rating group nmust have
been in existence for at |east four years;

(2) The entity sponsoring the retrospective rating group nust exi st
primarily for a purpose other than that of obtaining or offering
I nsurance coverage or insurance rel ated services;

(3) The entity sponsoring the retrospective rating group nust have
a witten workplace safety and accident prevention plan in place for
the proposed retrospective rating group and mnust propose nethods by
which the retrospective rating group will cooperate with departnent
cl ai rs managenent activities;

(4) Al employers in the retrospective rating group nust be nmenbers
of the sponsoring entity;

(5) Al enployers in the retrospective rating group nust have an
i ndustrial insurance account in good standing with the departnent;

(6) Fifty percent of the original enployers in the retrospective
rating group nust have been nenbers of the sponsoring entity for one
year prior to the group's entrance into the retrospective rating pl an;
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(7)(a) Wth respect to any coverage period beginning before the
effective date of this section, the retrospective rating group nust be
conposed of enployers who are substantially simlar considering the
services or activities perfornmed by the enpl oyees of those enpl oyers;
and

(b) Wth respect to any coverage period beginning on or after the
effective date of this section, the retrospective rating group nust be
conposed of enployers, a majority of whom are classified in the sane
two-digit NAICS classification;

(8) The initial premum level for the retrospective rating group
nmust be at least one mllion five hundred thousand dollars and shall be
based on the standard prem um of the proposed group nenbers' nost
current previous coverage period; and

(9) The formation and operation of the retrospective rating group
must seek to substantially inprove workplace safety and accident
prevention for the enployers in the group.

Sec. 9. RCW51.18.040 and 1999 ¢ 7 s 5 are each anended to read as
foll ows:
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£6))) Wth respect to any coverage period beginning before the

effective date of this section

(a) Enployers who have been a nenber of an existing, approved
retrospective rating group prior to July 25, 1999, may continue in that
group even if they are not substantially simlar to the industry or

busi ness category selected pursuant to ((subseettonr—(1H)—ofthis
seet+on)) section 5(1), chapter 7, Laws of 1999.
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((Hewevers-)) (b) New enployers proposed for addition to a
retrospective rating group on or after July 25, 1999, and before the
effective date of this section, nust fall wthin the ((seleeted))
i ndustry or business category selected pursuant to section 5(1),
chapter 7, Laws of 1999.

(2) Wth respect to any coverage period beginning on or after the
effective date of this section

(a) Except as provided in this subsection, enployers who have been
a nenber of an existing, approved retrospective rating group prior to
the effective date of this section may continue in that group even if
they are not classified in the sane two-digit NAICS classification as
a mpjority of the enployers in that group. However, such enployers nmay
not continue in that group if, during any enroll nent period beginning
on or after the effective date of this section, they are classified in
the sane two-digit NAICS classification as a majority of the enployers
in a different group.

(b) New enpl oyers proposed for addition to a retrospective rating
group nust be classified in the sane two-digit NAICS classification as
a majority of the enployers in the group. If new enployers are not
classified in the sane two-digit NAICS classification as a majority of
the enployers in any group, the departnent nmay approve addition of new
enpl oyers to the retrospective rating group that is conposed of the
nost simlar enployers.

NEW SECTION. Sec. 10. A new section is added to chapter 51.08 RCW
to read as foll ows:
"NAI CS" neans the North Anmerican industry classification system

NEW SECTION. Sec. 11. If any provision of this act or its
application to any person or circunstance is held invalid, the
remai nder of the act or the application of the provision to other
persons or circunstances is not affected.

NEW SECTION. Sec. 12. This act is necessary for the immediate
preservation of the public peace, health, or safety, or support of the
state governnent and its existing public institutions, and takes effect
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